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1- Mayor’s Report 

2018/2019 Annual budget presentation by his Worship the Mayor, Councillor NV Chili, at 
the Ndwedwe Council Chamber 

The Annual Budget meeting was held at Ndwedwe Council Chamber, on Wednesday 30 

May 2018. 

Honorable Speaker, I wish to present an overview of the Annual Budget for the 
2018/2019 budget year. This Annual Budget document is prepared in terms of the 
Municipal Budget and Reporting Regulations, promulgated in the Government Gazette 
No. 32141, dated 17 April 2009. 


It is important to note that with the tabling and approval of the 2018/2019 Annual Budget 
the following was noted 


The 2018/2019 financial year is very critical to the Ndwedwe populace in that it marks the 
second financial year of the newly elected councilors. The 2016 to 2021 Council 
leadership being guided by a National call for all 257 municipalities in the country to 
formulate, adopt and execute a Plan to make Local Government Work Better for the 
community, also found itself duty bound to ensure that Ndwedwe Local municipality also 
set its attainable targets. The ten-point development plan prioritizing ten key development 
tasks against which the Council would have to been measured in 2017 came into being 
and the same shall apply in the coming budget years. 

The plan realistically looks into service delivery backlogs against the available municipal 
resources and begins to set out the MTREF development path through which the 
identified key priority needs could be achieved. It’s heartening to mention that through 
visionary leadership and management of both Council and Municipality respectively, staff 
dedication, ratepayers’ continued support and willingness by communities at large to 
actively partake in municipal programmes has indeed contributed to the realization of the 
2018/2019 final plan (IDP) despite the municipality's limited budget against ever 
increasing community needs. 

It is worth mentioning that Ndwedwe Municipality aligns its IDP and budget to NDP, which 
is National Government long strategic Plan that aims to invest in economic infrastructure. 
It is with pride to mention that through this visionary 2018/2019 plan the municipality has 
over the past five years been receiving the clean bill of health (unqualified audit report) in 
terms of financial management. 
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In a nutshell the 2018/2019 plan has laid a solid foundation for Council and Municipality to 
adhere and foster the financial governance values, principles and practices in a manner 
that is in tandem with the financial governance legislations and best practices and thereby 
ensuring that the people of Ndwedwe dream of a better life for all is realized in their 
lifetime. Secondly this current budget year (2018/2019) is key in that, people of Ndwedwe 
through the IDP/BUDGET Izimbizo have acknowledged the good work the 2018/2019 
leadership and management of Council and Municipality have done and went further to 
speak to the key development priorities the Council leadership will have to execute in the 
coming years (years up to 2020/2021). 

The revised plan encapsulates key priorities which are informed by the five-year 
government priorities are: Expand and Maintain the Infrastructure, Expand and Maintain 
the Community Facilities, Expand Access to Integrated Poverty Programmes, Deepen 
Public Participation, Implement Programmes of inclusive and job creation and implement 
integrated youth development programmes. 

It is also important to note that the expenditure required to address the challenges facing 
our municipality and our communities as a whole will inevitably always exceed available 
funding; hence difficult choices have been made in balancing expenditures against 
realistically anticipated revenues as stipulated in section 18 of the Municipal Finance 
Management Act 

Taking the abovementioned explanations quoted from the adjusted budget, I hereby 
recommend that the council: 

• Approve the annual budget in order to continue with the long term plan the 
municipality has. 


2. BUDGET RELATED RESOLUTIONS 

RECOMMENDED 

• That the Council of Ndwedwe Local Municipality, acting in terms of section 24 of the 
Municipal Finance Management Act, (Act 56 of 2003) approve and adopt Annual 
Budget and Medium Term Budget Expenditure Framework as set out in the following 
schedules. 

• A1 Schedule municipal draft budget comprises of following tables; 

> Table A1 Budget Summary (financial Performance, Capital Expenditure and cash 
sources, Financial Position and Cash Flows & Asset Management. 

> Table A2 Consolidated Budgeted Financial Performance (revenue and 

expenditure by standard classification; 

> Table A3 Consolidated Budgeted Financial Performance (revenue and 

expenditure by municipal vote); 
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> Table A4 Consolidated Budgeted Financial Performance (Revenue and 
expenditure); 

> Table A5 Consolidated Budgeted Capital Expenditure by vote, standard 
classification and funding; 

> Table A6 Consolidated Budgeted Financial Position; 

> Table A7 Consolidated Budgeted Cash Flows; 

> Table A8 Consolidated Cash Backed Reserves/Accumulated surplus 
reconciliation; 

> Table A9 Consolidated Asset Management; 

> Table A10 Consolidated Basic Service Delivery Measurement; 

> That the Tariff charges for 2018/19 financial year be approved and adopted. 

> That the Organizational structure for 2018/19 financial year; and Budget related 
policies be approved/ 

3. Executive Summary 

The application of sound financial management principles for the compilation of the 
municipality’s financial plan is vital and critical to ensure that the municipality remains 
financially viable and that municipal services are provided sustainably, economically and 
equitably to all municipalities. 

The municipality business and service delivery priorities were reviewed as party of this 
year’s planning and budget process. Where appropriate, funds were transferred from low 
to high priority programmes so as to maintain sound financial stewardship. A critical 
review was also undertaken of expenditures on noncore and ‘nice to have’ items. 

The municipality has embarked on implementing a range of revenue collection strategies 
to optimize the collection of debt owed by customers. Furthermore the municipality has 
undertaken various customer care initiatives to ensure the municipality truly involves all 
citizens in the process of ensuring people lead government. 

The budget/I DP process occurred according to the budget timetable approved by the 
council in August 2015. This ensures compliance with the LG: MFMA and subsequent 
circulars in the preparation and approval of 2018/2019 multi-year budget / IDP. 

The Budget and Medium Term Revenue and Expenditure Framework (MTREF) was also 
prepared taking cognizance of the contents of the Local Government: Municipal Finance 
management act No 56 of 2003, circular No. 70, circular No 72 and the Local 
Government: MFMA budget formats Guide received from National Treasury. 
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The main challenges experienced during the compilation of the 2018/19 MTREF can be 
summarized as follows: 

• Slow pace of Town development and proclamation thereof, 

• High number of poorly maintained community access roads or non-existent at all. 

• Substantial need of community infrastructure e.g. Sports fields. 

• The perpetual increase of Eskom electricity supply hence water supply by District 
Council. 

• The need to increase municipal fleet in order to meet minimum service delivery 
standard. 

• Maintain an adequate balance filling the vacant posts and budget percentage of 
salaries against overall budget. 

• The high prevalent of indigent households within Ndwedwe municipality. 

• The re-demarcations of municipal boundaries has adversely affected revenue 
base. 

• Lack of revenue base. 

The following budget principles and guidelines directly informed the compilation of the 
2018/19 MTREF: 

• Tariff and property rate increases should be affordable and should generally not 
exceed inflation as measured by the CPI. 

• Budget items that were not properly utilized during March 2018 were considered 
versus the SDBIP and other competing needs from other budget items. 

• The 2017/18 Adjustments Budget priorities and targets, as well as the baseline 
allocations contained in that Adjustments Budget were used as a the upper limits 
for the baselines for the 2018/19 annual budget. 

In view of the aforementioned, the following table is a consolidated overview of the 
proposed 2018/19 Medium-term Revenue and Expenditure Framework: 


6 





Ndwedwe Local M municipality _ 2018/2019 Annual Budget and MTREF 

Table 1 Consolidated Overview of the 2018/19 Final Budget and MTREF 


Details 

Adjustment 

Budget 

2017/18 

R’000 

Budget Year 
2018/19 

R’000 

Budget Year 
2019/20 

R’000 

Budget Year 
2020/21 

R’000 

Total Operating 

Revenue 

R 201 332 000 

R193 242 000 

R206 475 000 

R222 295 000 

Reserves/Internally 
generated funds 

R55 152 000 

R69 820 000 

R28 752 000 

R30 880 000 

Total Operating 
Expenditure 

R 143 690 000 

R191 571 000 

R189 685 000 

R205 195 000 

(Surplus)/ Deficit for the 
year 

R 112 794 271 

R72 491000 

R45 542 000 

R47 980 000 

Capital 

R 112 794 271 

R71 491 000 

R45 542 000 

R47 980 000 


Total operating revenue has decreased by 4 % per cent or R8 090 00 for the 2018/19 
financial year when compared to the 2017/18 adjusted Budget as per Table A1- Budget 
Summary. For the outer two years, operational revenue will increase by 6.8 percent and 
increase by 7.6 percent respectively. The reason for decrease INEP grant is no longer 
included as revenue, Municipality is an agent in terms the SLA Eskom. 


Total operating expenditure for the 2018/19 financial year has been appropriated at 
R191.5 million when compared to R143.6 million for the 2017/18 Adjustments Budget, 
operational expenditure has grown by 33.32 percent in the 2018/19 budget and 
decreased by 0.98 per cent and increased 8.18 percent respectively for outer years of 
the MTREF. 


The Capital Expenditure has decreased by 36.62 percent the total capital expenditure will 
decrease by 36.3 percent and increase by 5.35 percent respectively. Source of funding 
for total capital budget for 2018/19 is 44.89 percent financed through conditional grant 

funding whilst R29,855 000 is financed through Equitable Share allocation and remaining 

R13, 000,000 is though unappropriated surplus, two outer years capital funding is 78.91 
per cent of conditional grants and 21.08 percent of equitable share, and 79.6 percent 

conditional grants, 20.35 per cent of equitable share respectively. 
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• Operating Revenue Framework 

Existence of Revenue Enhancement Strategy is a good catalyst of ensuring that limited 
sources of revenue available are utilized to the full benefit of Council. Revenue 
enhancement strategy is implemented and forms part of daily operations of the Finance 
department. The changes of municipal boundaries also have a huge impact on the 
operating revenue of the municipality. 

The supplementary valuation roll is exclusive of properties that have been re-demarcated 
into KwaDukuza municipality. Municipal Value submitted the amended valuation roll; now 
we are able quantify the extent of revenue loss as a result of new municipal boundaries 
that came into being in the recent local government elections. 


The following table is summary of operating revenue (classified by revenue source) 

Table 2 operating revenue for 2018/19 Budget and MTREF (classified by revenue 
source) 


Description 

Current year 2017/18 

Medium Term Revenue & expenditure 

Framework 

Original 

Budget 

R 

Adjusted 

budget 

R 

Budget 

year 

2018/19 

R 

Budget 

year+1 

2019/20 

R 

Budget 

year+2 

2020/21 

R 

Revenue bv source 






Property rates 

10,151,000 

10, 151,000 

15, 731,000 

14, 439,000 

15, 017,000 

Rental of facilities and 

equipment 

420,000 

420,000 

426,000 

460,000 

496,000 

Interest earned - 

external investments 

8, 500,000 

11,500,000 

12, 500,000 

12,500,000 

13,500,00 

Interest earned - 

outstanding debtors 

600,000 

600,000 

785,000 

885,000 

985,000 

Other revenue 

150,000 

150,000 

120,000 

124,000 

129,0000 

Transfers recognised - 

operational 

123,236,000 

127,636,000 

134,412,000 

148,256,000 

160,859,000 

Total revenue 

(excluding capital 

143,0458,000 

150,458,000 

163,976,000 

176,667,000 

190,989,000 
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transfer and 

contributions) 


In line with the formats prescribed by the municipal Budget and reporting regulations, 
capital transfer and contributions are excluded from the operating statement, as inclusion 
of these revenue sources would distort the calculation of operating surplus/deficit. 

Property rates 

Property rates revenue is the second largest revenue source which increased from 
RIO, 151,000 to a total of R15, 731,000 in the 2018/19 financial year due to the decrease 
of number of properties from 1102 to 1101 even though there is a decrease in properties 
but there is a change of tariffs which affected the increase in budget. Note that 54 per 
cent increase in the two outer years respectively. This increase has been taken into 
account on the Supplementary Valuation Roll for 20/25 

Rental of Facilities 

The municipality has increased rental facilities and equipment from R 420 000 in 17/18 to 
R426 000 in 18/19. The increment is based on the new lease agreements and a renewed 
lease. There is an annual increase of 8% per tenant. The calculation itself is based on 
each individual tenant for the revenue expected in 2018/19 financial year. 

Interest earned - external investments 

Interest earned on external investments decreased from R 11 500 000.00 17/18 to 
R12,500, 000 18/19 which is based on the projected investment amount of R 108 608 000 
which is budgeted for 18/19. 

Interest on outstanding debtors 

Interest on outstanding debtors has increased from R 600 000 17/18 to R785 000 as the 
municipality is anticipating to receive payment from the Department of works. It also 
increased due to the amount billed in the current year. 
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Other Revenue 

Other Revenue has decreased from R 150 000 to R 120 000 due to tender documents 
that is no longer soled and hall hire as we anticipate renovation in the hall during financial 
year 2018/2019. 

Transfer recognised operational revenue 

Transfer recognised operational revenue forms a significant percentage of the revenue 
basket for the municipality. In 2018/19 financial year transfer recognised operational 
revenue totaled to R134 349 000. The decrease from R 182 911 000 to R134 349 000. is 
due to MIG Allocation which was withdrawn from DORA and the allocation of R6 000 000 
for INEP which is not included as revenue. 


• Operating Expenditure Framework 

The Council’s expenditure framework for the 2018/19 budget and MTREF is informed by 
the following: 

• Balanced budget constraint (operating expenditure should not exceed operating 
revenue) unless there are existing uncommitted cash-backed reserves to fund any 
deficit. 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of 
the MFMA, 

• The capital programmes are aligned to the asset renewal strategy and backlog 
eradication plan, 

• Strict adherence to the principle of no project plans no budget. If there is no business 
plan no funding allocation can be made. 

The following table is the high level summary of the 2018/19 Budget and MTREF 
operational expenditure (Classified per main type of operating expenditure): 
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Table 3 summary of operating expenditure by standard classified item 


Description 

Current year 2017/18 

2018/19 Medium Term Revenue & 

expenditure Framework 

Original 

Budget 

R 

Adjusted 

budget 

R 

Budget 

year 

2018/19 

R 

Budget 

year+1 

2019/20 

R 

Budget 

year+2 

2020/21 

R 

Expenditure by type 






Employees related cost 

53,203,000 

41,260,000 

62,307,000 

64,941,000 

670,291,000 

Remunerations of the 

councilors 

10,177,000 

12,902000 

14,324,000 

15,470,000 

16,863,000 

Debt impairment 

2,500,000 

2,000,000 

2,600,000 

2,808,000 

3,061,000 

Depreciation & asset 

impairment 

19,000,000 

18,500,000 

20,000,000 

21,600,000 

23,544,000 

Contracted services 

8,630,000 

7,360,000 

54, 046 ,000 

56,965, 000 

60,098,000 

Other expenditure 

49,047,000 

61,668,000 

38,294,000 

40,362,000 

42,582,000 

Capital Transfers and 

grants 

55,275,000 

55,275,000 

29,267,000 

29,809,000 

31,306,000 

Total expenditure 

197,832,000 

198,965,000 

191,571,000 

204,503,000 

219,260,000 
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Other Expenditure consist of these expenditures 


Description 

Current year 2017/18 

2018/19 Medium Term Revenue & 

expenditure Framework 

Original 

Budget 

R 

Adjusted 

budget 

R 

Budget 

year 

2018/19 

R 

Budget 

year+1 

2019/20 

R 

Budget 

year+2 

2020/21 

R 

Expenditure bv type 






Bursary 



800, 000 

843, 000 

890,000 

Advertising 



500,000 

527,000 

556,000 

Signage 



190,000 

200,000 

211,000 

Conference and Seminars 



700,000 

738,000 

778,000 

Printing and Stationery 



1,150000 

1,212,000 

1,279,000 

Fuel and Oil 



2,500 000 

2,635,000 

2,780,000 

Professional Fees 



1,700 000 

1,792,000 

1,890,000 

Software Expenses 



4,200,000 

4,427,000 

4,670,000 

Subscription and 

membership 



566,000 

597,000 

629,000 

Telephone and Fax 



500,000 

527,000 

556,000 

Communication and 

Branding 



1,000,000 

1,054,000 

1,112,000 

Rent for Office machines 



2,400,000 

2,530,000 

2,669,000 

Water & Electricity 



1,800 ,000 

1,897,000 

2,002,000 

Vehicles Registration 



250, 000 

264,000 

278,000 

Skills Development 



490,000 

516,000 

545,000 

Accommodation 



4,810,000 

5,070,000 

5,349,000 

Uniform 



1,350,000 

1,423,000 

1,501,000 

Substant & Travelling 



1,770,000 

1,866,000 

1,968,000 

Insurance 



2,200,000 

2,319,000 

2,446,000 

Postage 



80, 000 

84,000 

89,000 
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Cellphone 



900,000 

949,000 

1,001,000 

Hire Charges 



2, 265, 000 

2,387,000 

2,519,000 

Gift & Promotional 

Material 



808,000 

852,000 

898,000 

Relocation 



50,000 

53,000 

56,000 

Bank Charges 



120,000 

126,000 

133,000 

Drivers License 



200,000 

211,000 

222,000 

Purchase of Books 



50,000 

53,000 

56,000 

Training 



217,000 

229,000 

241,000 

Total expenditure 



38,294,000 

40,362,000 

42,582,000 


Employee Related costs 

Employee related costs increased from R 33 802 724 to R 62,306,000 due the 
municipality new positions that has been created and budget for position that was not 
budgeted for in the previous financial year. 

New Positions 

1. Manager Mayoralty and political support 

2. Manager Legal Services 

3. Creditors Controller 

4. SCM Practitioner 

5. Accountant Budget 

6. Manager Disaster 

7. In-service Trainees X6 

8. Vip Protector X2 

9. Manager social cohesion& special programme 

10. Social cohesion Officer 


Remuneration of the Councilors 


The cost associated with the remuneration of councilors is determined by the Minister of 
Co-operative Governance and Traditional Affairs in accordance with the Remuneration of 
Public Office Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this 
regard has been taken into account in compiling the municipality’s budget. Councillors 
remuneration increase from R12,9 million to R 14,3 million is due to change of 
councilors grading from grade 2 to grade 3 and the Chairpersons of portfolio are 
full time. 
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Debt Impairment 

Debt impairment increase from R 2m to R2.6m because there are rate payers who owes 
us more than a year. 

Depreciation and asset impairment 

Provision for depreciation and asset impairment has been informed by the municipality’s 
Fixed Asset management policy. Depreciation is widely considered a proxy for the 
measurement of the rate asset consumption. Budget appropriations in this regard total to 
R20.000 000 for 2018/19 financial year and equates to 8 per cent of the previous year 
depreciation. 

Finance charges 

Finance charges is not budgeted for as the municipality does not anticipate borrowing 
during the next financial year. 

Contracted services 


Contracted services comprise the security services, repairs, and maintenance. 

• Priority given to repairs and maintenance 

The provision is made for repairs and maintenance for 2018/19 Budget and MTREF 


Description 

2017/18 

2018/19 

2019/20 

2020/21 


Amount 

Amount 

Amount 

Amount 


R 

R 

R 

R 

Buildings 

1 300 000 

3 300 000 

3 478 000 

3 669 000 

Computers 

60 000 

70 000 

74 000 

78 000 

Vehicles 

1 900 000 

1 200 000 

1 265 000 

1 334 000 

Property Rates 

200 000 

1 500 000 

1 620 000 

1 765 000 

Security 

3100 000 

3 846000 

4 054 000 

4 277 000 

Roads 

300 000 

1 200 000 

1 265 000 

1 334 000 

Local sports facilities 

500 000 

1 800 000 

1 897 000 

2 001 000 

Catering 


3, 370 000 

3, 552 000 

3, 747 000 

Refuse Removal 


3 915 000 

4 127 000 

4 354 000 
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Electricity Project 


13 000 000 

13 702 000 

14 456 000 

Internal Auditors 


1 800 000 

1,897, 000 

2, 002,000 

Legal Aid 


800, 000 

843,000 

890,000 

Indigent Burial 


900,000 

949,000 

1,001,000 

Medical Examination 


80, 000 

84, 000 

89,000 

Cleaning Services 


700,000 

738,000 

778,000 

Employee Wellness 


400, 000 

422,000 

445,000 

Event Promoters 


1,600, 000 

1,686,000 

1,779,000 

Stage, Tent and Sound 


865,000 

912,000 

962, 000 

Support of SMME 


1,020 000 

1,075,000 

1,134,000 

Business Advisor 


200, 000 

211,000 

222,000 

Professional Fees 


12, 450 000 

13, 122,000 

13, 844,000 






Total 

7 360 000 

54.046.000 

56.965.000 

60.098.000 







A substantial budget is allocated towards upgrading of access roads and sport fields, the 
allocation for repairs and maintenance classified as contracted services is 7.7 percent of 
the total operating expenditure budget for the 2018/19 financial year. Technical 
department is yet to come up with a properly quantified asset renewal strategy and 
repairs & maintenance plan for the municipality which shall inform the future budgets for 
repairs and maintenance. In order to alleviate budgetary constraints to the municipality it 
would be prudent for the municipality to hand over to department of transport all roads 
that have been completed and in compliance with specifications of Provincial department 
of roads and transport. 

Other expenditure comprises of various line items relating to the daily operations of the 
municipality. 

• Capital Expenditure 

The following guidelines were applied in order to valuate and prioritize the capital projects: 

• In line with the council’s revised IDP 

• Carry-over of previously approved projects 
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• Existing council’s resolutions, statutory requirements and services related benefits 

• Provision was made for the capital projects to be funded from the equitable share if 
actual cash is available 


For 2018/19 infrastructure budget is for the following projects: 

The provision is made for the following capital projects for 2018/19 budget and 
MTREF 


Description 

2018/19 


Amount 

R 

Infrastructure projects funded by grants 


Road - MIG 

29 267 000 

Sub total 

29 267,000 

Capital Items funded by internally generated funds 


Access Road 

1 000 000 

Sport field 

300 000 

Min-factories 

100 000 

Garage and parking 

300 000 

Furniture 

320 000 

Office equipment 

2 020 000 

Motor vehicles 

2 200 000 

Computers 

520 000 

Brush cuter machine 

150 000 

Municipal Offices 

9 500 000 

Fencing 

400 000 

Air conditioner 

150 000 

Corridor Development 

3 400 000 

Backup generator 

1 970 000 

Bhamshela Street light 

1 150 000 



Augmentation of water supply 

2 900 000 

Buy back centre structure 

2 000 000 

1 _16_ 
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Testing Centre 

13 504 000 

Total 

71 491 000 


and MTREF 


Capital Items funded by internally generated funds 

Internally generated funds used to fund the above capital items is composed of cash 
backed reserves (investments) and equitable share portion. This equates to R29 283 000 
of cash backed reserves and R12 941000 of equitable share. 
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KZN293 Ndwedwe - Table A1 Budget Summary 

Description 

R thousands 

2014/15 

2015/16 

2016/17 

Current Year 2017/18 

2018/19 Medium Term Revenue & 

Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2018/19 

Budget Year 

+1 2019/20 

Budget Year 

+2 2020/21 

Financial Performance 











Property rates 

5,560 

9,289 

9,041 

10,151 

- 

- 

10,151 

15,731 

14,440 

15,017 

Service charges 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Investment revenue 

5,491 

7,887 

9,790 

8,500 

3,000 

- 

11,500 

12,500 

12,500 

13,500 

Transfers recognised - operational 

85,552 

157,628 

143,658 

123,236 

4,400 

- 

127,636 

134,349 

148,256 

157,961 

Other own revenue 

2,478 

1,053 

1,466 

1,170 

- 

- 

1,170 

1,332 

1,471 

1,613 

Total Revenue (excluding capital transfers 

99,081 

175,856 

163,955 

143,058 

7,400 

- 

150,458 

163,912 

176,666 

188,091 

and contributions) 











Employee costs 

- 

31,509 

32,507 

53,203 

(11,943) 

- 

41,269 

59,434 



Remuneration of councillors 

- 

11,361 

11,828 

10,177 

2,725 

- 

12,902 

14,324 

15,470 

16,863 

Depreciation & asset impairment 

13,238 

15,474 

15,743 

19,000 

(500) 

- 

18,500 

20,000 

21,600 

23,540 

Finance charges 

- 

12 

19 

- 

- 

- 

- 

- 


- 

Materials and bulk purchases 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Transfers and grants 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other ex penditure 

35,398 

45,768 

69,180 

60,177 

10,851 

- 

71,028 

83,977 

89,947 

95,439 

Total Expenditure 

48,636 

104,123 

129,276 

142,557 

T7133" 

- 

143,690 

177,736 

i 86,573 

203,6)4 

Surplus/(Deficit) 

50,445 

7T773T 

34,679 

501 

6,267 

- 

5757" 

(13,823) 

(12,907) 

(15,523) 

Transfers and subsidies - capital (monetary allot 


- 

- 

55,275 

- 

- 

55,275 

29,267 

29,809 

31,306 

Contributions recognised - capital & contributed a 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Surplus/(Deficit) after capital transfers & 

50,445 

71,733 

34,679 

55,776 

6,267 

- 

62,042 

15,444 

16,902 

15,783 

contributions 











Share of surplus/ (deficit) of associate 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Surplus/(Deficit) for the year 

50,445 

71,733 

34,679 

55,776 

6,267 

- 

62,042 

15,444 

16,902 

15,783 

Capital expenditure & funds sources 











Capital expenditure 

66,038 

59,657 

47,096 

108,395 

4,400 

112,795 

- 

65,191 

44,138 

46,449 

Transfers recognised - capital 

55,650 

48,355 

37,631 

55,275 

4,000 

59,675 

- 

29,267 

29,809 

31,306 

Public contributions & donations 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Borrowing 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Internally generated fends 

10,388 

11,302 

9,465 

53,120 

- 

53,120 

- 

35,924 

14,329 

15,143 

Total sources of capital funds 

66,038 

59,657 

47,096 

108,395 

4,000 

112,795 

- 

65,191 

44,138 

46,449 

Financial position 











Total current assets 

84,165 

120,627 

121,691 

187,993 

- 

158,243 

187,993 

174,531 

192,604 

211,376 

Total non current assets 

219,754 

217,902 

243,368 

254,467 

- 

- 

254,467 

269,455 

260,164 

262,712 

Total current liabilities 

32,008 

29,572 

21,494 

37,686 

- 

- 

37,686 

60,044 

51,805 

53,770 

Total non current liabilities 

926 

1,142 

1,091 

1,203 

- 

- 

1,203 

1,214 

1,226 

1,238 

Community wealth/Equity 

270,985 

307,814 

342,474 

391,071 

50,752 

- 

441,823 

382,728 

399,737 

419,080 

Cash flows 











Net cash from (used) operating 

85,487 

78,410 

45,641 

50,908 

4,318 

- 

55,226 

2,391 

16,988 

14,429 

Net cash from (used) investing 

(66,038) 

(45,565) 

(43,290) 

(93,395) 

(15,000) 

- 

(108,395) 

(65,191) 

(44,138) 

(46,449) 

Net cash from (used) financing 

(267) 

(133) 

- 

111,731 

- 

- 

111,731 

- 

- 

- 

Cash/cash equivalents at the year end 

76,667 

109,380 

111,731 

69,243 

(10,682) 

- 

58,561 

48,930 

21,780 

(10,240) 

Cash backing/surplus reconciliation 











Cash and investments available 

76,667 

109,380 

111,731 

162,833 

- 

153,951 

162,833 

162,589 

179,468 

196,926 

Application of cash and investments 

23,725 

6,071 

6,148 

408,427 

- 

391,071 

17,356 

45,349 

40,626 

41,415 

Balance - surplus (shortfall) 

52,942 

103,308 

105,583 

(245,594) 

- 

(237,119) 

145,477 

117,240 

138,842 

155,511 

Asset management 











Asset register summary (WDV) 

230,846 

244,597 

48,482 

108,395 

4,400 

112,795 


65,191 

44,138 

46,449 

Depreciation 

- 

15,474 

15,743 

- 

- 

- 


- 

- 

- 

Renewal of Existing Assets 

- 

- 

- 

- 

- 

- 


- 

- 

- 

Repairs and Maintenance 

- 

3,896 

4,181 

- 

- 

- 


- 

- 

- 

Free services 











Cost of Free Basic Services provided 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Revenue cost of free services provided 

- 

2,686 

2,835 

- 

- 

- 

1,200 

1,200 

1,200 

1,200 

Households below minimum service level 











Water: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Sanitation/sewerage: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Energy: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 
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Ndwedwe Local M municipality _ 

1. Overview of budget process 


2018/2019 Annual Budget and MTREF 


Section 53 of the MFMA requires the Mayor of the municipality to provide general political 
guidance in the budget process and the setting of priorities that must guide the 
preparation of the budget. In addition Chapter 2 of the Municipal Budget and Reporting 
Regulations states that the Mayor of the municipality must establish a Budget Steering 
Committee to provide technical assistance to the Mayor in discharging the responsibilities 
set out in section 53 of the Act. 


The Budget Steering Committee consists of the Municipal Manager and senior officials of 
the municipality 

meeting under the chairpersonship of the Portfolio for Finance. 

• Budget Process Overview 

- In terms of section 21 of the MFMA the Mayor is required to table in Council ten 
months before the 

start of the new financial year (i.e. in August 2011) a time schedule that sets out the 
process to revise 

the IDP and prepare the budget. 

- The Mayor tabled in Council the required the IDP and budget time schedule on 1 
August 2013. Key 

- dates applicable to the process were: 

S Marcht 2018-strategic planning session for Management. Aim: to review past 
performance trends of the capital and operating budgets, the 

economic realities and to set the prioritization criteria for the compilation of the 
2018/19 MTREF; 

S Committee Members and Council Members, advertise, community consultation and, 
Closing dates 

for comments in draft IDP review 

S January 2018 - Assess mid-year budget and performance to inform adjustment, 
Mayor tables 

budget adjustment for the current financial year and council budget adjustment 

S February to March 2018 - align draft budget and IDP review report, finalise budget 
for the next 
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S three years in prescribed format, Mayor tables draft multi-years’ budget, tariffs and 
budget policies to 

council, 

S April 2018 - Public consultation, closing date for written comments. 

•/ 6 to 08 May 2018 - finalization of the 2016/17 IDP and 2016/17 MTREF, taking into 
consideration 

S comments received from the public, comments from National Treasury, and updated 
information from 

the most recent Division of Revenue Bill and financial framework 

•S 31 May 2018 - Tabling of the 2018/19 MTREF before Council for consideration and 
approval. 

There were no deviations from the key dates set out in the Budget Time Schedule tabled 
in Council. 

- IDP and SDBIP 

This is sixth review of IDP adopted by the council in May 2017 

It started in January 2017 after the tabling of the IDP Process Plan and the Budget 
Time Schedule for 

the 2018/19 MTREF in August. 

- Financial Modeling and Key Planning Drivers 

As part of the compilation of the 2018/19 MTREF, extensive financial modeling was 
undertaken to 

ensure affordability and long-term financial sustainability. The following key factors and 
planning 

strategies have informed the compilation of the 2018/19 MTREF: 

• Municipality growth 

• Policy priorities and strategic objectives 

• Asset maintenance 

• Performance trends 

• The approved 2017/18 adjustments budget and performance against the SDBIP 

• Cash Flow Management Strategy 

• Debtor payment levels 

• Loan and investment possibilities 

• The need for tariff increases versus the ability of the community to pay for service 
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• Improved and sustainable service delivery 


- Community Consultation 

The draft 2018/19 MTREF as tabled before Council and for community consultation was 
published on the 

Isolezwe Newspaper, and hard copies were made available at customer care offices, 
municipal notice boards 

and various libraries. 

In addition a further development of this year’s consultation process included Mayoral 
Izimbizo. All 

documents in the appropriate format (electronic and printed) were provided to National 
Treasury, and other 

national and provincial departments in accordance with section 23 of the MFMA, to 
provide an opportunity 

for them to make inputs. 

Ward Committees were utilized to facilitate the community consultation process during 
April 2014, and 

included public briefing sessions. 


Submissions received during the community consultation process and additional 
information regarding 

revenue and expenditure and individual capital projects were addressed, and where 
relevant considered as 

part of the finalization of the 2017/18 MTREF. Feedback and responses to the 
submissions received are 

available on request. 

2. Overview of alignment of annual budget with IDP 

The Constitution mandates local government with the responsibility to exercise local 
developmental and 

cooperative governance. The eradication of imbalances in South African society can only 
be realized 
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through a credible integrated developmental planning process. Applied to the 
Municipality, issues of 

national and provincial importance should be reflected in the IDP of the municipality. A 
clear understanding 

of such intent is therefore imperative to ensure that the Municipality strategically complies 
with the key 

national and provincial priorities. 

The national and provincial priorities, policies and strategies of importance include 
amongst others: 

• Green Paper on National Strategic Planning of 2009; 

• Government Programme of Action; 

• Development Facilitation Act of 1995; 

• Provincial Growth and Development Strategy (GGDS); 

• National and Provincial spatial development perspectives; 

• Relevant sector plans such as transportation, legislation and policy; 

• National Key Performance Indicators (NKPIs); 

• Accelerated and Shared Growth Initiative (ASGISA); 

• National Spatial Development Perspective (NSDP) and 

• The National Priority Outcomes. 


Refer to table SA4, SA5, SA6 and SA7 highlights the IDP"s five strategic objectives for 
the 2018/19 MTREF 

and further planning refinements that have directly informed the compilation of the 
budget: 


3. Measurable performance objectives and indicators 

The Municipality has developed and implemented a performance management system of 
which system is 

constantly refined as the integrated planning process unfolds. The Municipality targets, 
monitors, assess 

and reviews organizational performance which in 


turn is directly linked to individual employees’ performance. At this stage performance 
management applies 

to Section 57 employees and the municipality intends to cascade it to junior employees. 
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- Free basic Services 

It is applicable in our municipality 

- Providing clean water and managing waste water 

Not applicable in our municipality, it is a District function. 

4 Overview of budget related-policies 

The Municipality’s budgeting process is guided and governed by relevant legislation, 
frameworks, strategies 

and related policies. The council approved 2018/19 MTREF budget and the following 
budget related 

policies 

• Tariff Policies 

• Tariff Increases; 


5 Overview of budget assumptions 
• Key focus areas for the 2018/19 budget process 

Notes that spending plans outlined in the 2018/19 Budget continue to support 
government’s commitment to 

broadening service delivery and expanding investment in infrastructure, while taking 
account of the 

constrained fiscal environment. South Africa’s economy has continued to grow, but at a 
slower rate than 

projected at the time of the 2018/19 Budget. GDP growth reached 1.2 percent in 2016/17 
and is expected to grow 

at 1.9 percent in 2018/19, rising to 2.5 per cent in 2018/19. Inflation has remained 
moderate, with consumer 

prices rising by 6.6 percent in 2018/19 and projected to decrease by an average of 6.2 
percent a year over the 

period ahead. 
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The Municipality medium-term expenditure framework (MTEF) is aligned with the National 
Development 

Plan (NDP) as a point of departure. The NDP sets out an integrated strategy for 
accelerating growth, 

eliminating poverty and reducing inequality by 2030. The NDP supported by the New 
Growth Path and 

other programmes provides a platform to look beyond the current constraints to the 
transformation 

imperatives over the next 20 to 30 years. The NDP emphasises the need to lower the 
cost of living for 

households and reduce the cost of doing business for small and emerging enterprise. 
These objectives 

need to take into account fiscal sustainability, which ensures that progress will not be 
interrupted or 

reversed. This will also entail shifting the composition of spending from consumption 
towards capital 

investment. 

• Inflation forecasts 

Ndwedwe municipality have taken into account the macro-economic forecasts during the 
preparation of 

2018/19 budget: the following table gives the GDP growth and CPI inflation indication. 


Fiscal year 

2017/18 

Estimate 

2018/9 

2019/20 

forecast 

2020/21 

Real GDP 

0.9 

1.2 

1.9 

2.5 

CPI inflation 

5.4 

5.2 

5.5 

5.5 


Source: Budget circular No 89 

Note that the fiscal year referred to is the national fiscal year (April to March) which is 
more closely aligned to the municipal fiscal year (July to 
June) than the calendar year inflation. 

• Employee related costs 

Ndwedwe municipality has taken into account the multi-year Salary and Wage Collective 
Agreement for the 

period 1 July 2015 to 30 June 2018. 
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• Revising rates, tariffs and other charges 

The tariff were increased by 4% which is in line with circular 78 and 79 which state that it 
should not exceed inflation rate of 6%. 


6 Overview of budget funding 
• Medium-term outlook: operating revenue 

The following table is a breakdown of the operating revenue over the medium-term: 


Description 

Budget 

year 

2018/19 

(R 000) 

Budget year 

2019/2020 

(R 000) 

Budget year 

2020/2021 

(R 000) 

Property rates 

15 731 

14 439 

15017 

Investment revenue 

12 500 

12 500 

13 500 

Transfers recognized 

operational 

134 412 

148 256 

157 961 

Other own revenue 

1 331 

1 469 

1 610 


• Medium-term outlook: capital revenue 

The following information is a breakdown of the funding composition of the 2018/19 
medium-term capital 

programme: 

Sources of capital revenue over the MTREF are transfers from National Treasury and 
Provincial Treasury, 

refer to A5 and SA18. 


• Cash Flow Management 

Cash flow management and forecasting is a critical step in determining if the budget is 
funded over the 
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medium-term. The table A7 and SA30 is consistent with international standards of good 
financial 

management practice and also improves understandability for councilors and 
management. Some specific 

features include: 

• Clear separation of receipts and payments within each cash flow category; 

• Clear separation of capital and operating receipts from government, which also enables 
cash from 

..Ratepayers and other" to be provided for as cash inflow based on actual performance. In 
other words the 

actual collection rate of billed revenue. 

• Cash Backed Reserves/Accumulated Surplus Reconciliation 

Table A8 meets the requirements of MFMA Circular 42 which deals with the funding of a 
municipal budget 

in accordance with sections 18 and 19 of the MFMA. 

7. Expenditure allocations and grant programme 

The expenditure on grants is clearly allocated on Table SA19. 

8. Councilors salaries and allowances and employees benefits 

Councilors and employees remuneration are clearly outlined in Table SA22 and SA 23 

9. Allocations and grants made by the Municipality 

The Municipality projects that there won’t be any allocations and grants made by it. 

10. Monthly targets for revenue, expenditure and cash flow 

Monthly targets are clearly outlined in table S.A25, SA26, SA27, SA28, SA29 and SA30. 

11. Annual budgets and SDBIPs - internal departments 

Draft annual budget was approved by council on the 28 March 2014 and the SDBIP will 
be approved by the council 

within council within 28 working days. 

12. Contracts having future budgetary implications 
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No contracts are awarded beyond the medium-term revenue and expenditure framework 
(three years). 


13. Capital expenditure details 

Capital expenditure programmes are clearly outlined in table SA34A, SA34C and SA36. 

14. Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially 
adhered to through the 

following activities: 

• In-year reporting 

Reporting to Provincial Treasury and National Treasury in electronic format was fully 
complied with on a 

monthly basis. Section 71 reporting to the Executive Mayor (within 10 working days) is 
also done on 

monthly basis. 

• Internship programme 

The Municipality is participating in the Municipal Financial Management Internship 
programme and has employed five interns undergoing training in various divisions of the 
Financial Services Department. 

• Budget and Treasury Office 

The Budget and Treasury Office has been established in accordance with the MFMA. 

• Audit Committee 

An Audit Committee has been established and is fully functional. 

• Service Delivery and Implementation Plan 

The detail SDBIP document is at a draft stage and will be finalised after approval of the 
2018/19 MTREF in 

May 2018 directly aligned and informed by the 2018/19 MTREF. 

• Annual Report 
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Annual report is compiled in terms of the MFMA and National Treasury requirements. 


• MFMA Training 

The MFMA training module in electronic format is presented at the Municipality and 
training is ongoing. 

15. Other Supporting Documentation 

Other supporting documentation in terms relevant budget laws and regulations are 
attached. 
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16. Municipal Manager’s quality certification 

I, Thembinkosi Cele A Municipal Manager of Ndwedwe Municipality, hereby certify that the 

Final annual budget and supporting documentation have been prepared in accordance 
with the Municipal 

Finance Management Act, and the regulations made under the Act. 

Municipal Manager of Ndwedwe Municipality (KZN 293) 

Signature. 

Date. 

(NB: Signed Certificate will be forwarded) 
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